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Єў THE SUBJECT THAT WE ARE TO REVIEW IN 
these two lectures is so large that it would be more 
appropriate to devote two terms to it. I must therefore 
make an apology at the start for what will necessarily 
be an immense effort of compression. If one looks at the 
title of the Lectures: “Towards a World of Plenty?", 
they embrace the global economic development of 
mankind at a time of vertiginously rapid change. Every 
day science and technology make new opportunities 
and new risks apparent to us. Who therefore will envy 
me the task of simplifying anything so complex? 

Let us begin with the astonishing fact of plenty itself. 
Surely we are living through a truly revolutionary 
change in the human estate. It is only comparable, I 
suppose, to the slow development of settled agriculture 
several millennia ago when man left behind the hunting 
and food-gathering phase of his development and began 
to give himself the settled economic framework of farm- 
ing within which to build up a more developed civiliza- 
tion. It was a slow process lasting over thousands of 
years and giving time for cultural acclimatization. 

Today we are going through a phase in which the 
changes worked out in the old millennia over a thousand 
years are all to be concentrated in a few decades, And 
the change springs fundamentally from the new scale 
of applied science and technology. I doubt if even now 


10 TOWARDS A WORLD OF PLENTY? 


we have it measured. To give you only one example: 
who would have thought it possible at the time of 
Ricardo and Malthus that such a stage in agricultural 
science would be reached that every time a farmer was 
told to cut down his acreage, he would merely apply 
more fertilizer and produce more food? The ultimate 
embarrassment is not shortage but plenty. 

Who could have thought what automation would en- 
tail simply in the last ten years? In fact, I have a certain 
nagging doubt whether, in the course of the next 
fifteen years, it may not be found that automation pro- 
duces better articles than I can write and makes better 
speeches than I can give. It is at least on the cards that 
the fantastic development of the electronic computer 
and its application to production may make us all 
obsolete unless we can adopt the Polynesian way of life, 
which of course has its appeal, especially after a hard 
winter. 

The point that I want to make seriously is that I 
doubt whether we have fully absorbed into our thinking 
the sheer scale of what we can do and have. The prob- 
lem of organizing this plenty, of making it a creative 
instrument for the development of a better human 
world, creates for us dilemmas and opportunities which 
no human society has ever faced before. Alas, for the 
sadness, the nastiness, brutishness and shortness of 
human life—one must admit that over the millennia, 
the great mass of the human race has always lived 
within sight of shortage and on the fringe of famine. It 
is perfectly new, and possibly even exhilarating, to have 
to struggle with the problems of plenty. 
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It is also a sobering thought that those who are in 
the happy position of struggling with plenty still com- 
prise only the 16 or 17 per cent of the human race who 
live round the North Atlantic. For the bulk of mankind, 
shortage, the search for the margins of existence, is still 
an inescapable destiny. Now, having pointed the con- 
trast, I would like to go back to the beginning of the 
breakthrough to the economy of plenty. 

Of course, when it all started, nobody had a particu- 
larly clear idea of what was in fact going to happen. So 
much of what we see as we look back on the beginnings 
of our industrial and technological system, we can see 
clearly only by hindsight. We have to remember that 
the people who were launching it had no such guide- 
lines and had little idea of what was going on. It is by 
the most extraordinary set of historical coincidences 
that the modern technological revolution started up first 
in Britain, then in Western Europe and in the United 
States. To take one example, Puritanism as a philosophy 
of life encouraged people strongly to work and accumu- 
late money and then discouraged them equally strongly 
from spending it in idleness and luxury. Without this 
contradiction, would savings ever have grown on a suf- 
ficient scale? I doubt it. 

Again, if Western man had not long demonstrated in 
his religion and his philosophy a sense of the value and 
indeed the interest of the material universe- God's 
handiwork certainly but fascinating per se—could one 
have conceived the astonishing phenomenon of the 
eighteenth century in which all over England country 
gentlemen and bankers and dukes and artisans were 
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hypnotized by natural science? There they were in their 
own backyards experimenting with backyard iron and 
chemistry and steam power and Heath Robinson-like 
machines. “Every man his own laboratory" might have 
been the slogan of these pioneers. Without them we 
would never have had the breakthrough into the 
modern technological society. 

They were, many of them, fascinating characters. My 
favourite is John Wilkinson. He had an absolute passion 
for iron ore and its uses; he lived it; he breathed it; he 
spent his entire life experimenting with it. In fact, 
appropriately enough, he had himself buried in an iron 
coffin—one cannot say he was not consistent. In the 
course of a long life, totally devoted to the pursuit of 
iron, he did several things which were crucial for the 
beginnings of the industrial system. He pioneered new 
kinds of iron founding and of iron which produced a 
metal capable of new uses in machinery. He largely 
invented the firm with integrated methods of produc- 
tion. He ended up owning iron mines in Cornwall and 
iron plants at Le Creusot in France. He was, in short, 
the first big entrepreneur. Above all, he used up all his 
own savings, and also the savings of his friends, to 
finance his expanding operations. He married capital 
and technology in such a way that suddenly produc- 
tivity-the ability to produce more with the same— 
began to burgeon. Without the new technology, there 
would have been no channels for the new saving. With- 
out the saving, technology would have remained a back 
room entertainment. Wedding them made the revolu- 
tion. One has, of course, to remember the widespread 
character of this investment and inventiveness. In 
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Britain little centres of experimentation and industrial 
expansion were to be found from one end of the country 
to the other. It was this wide extension of technology, 
credit and entrepreneurial ability that created a kind of 
upward spiral of growth which, to coin a phrase, made 
possible a “take-off” in the English economy. The 
analogy is a good one, for, as any of you know who have 
ever had a rather disconcertingly sluggish take-off in an 
aircraft, a certain speed up the runway is necessary if 
you are to rise above it. 

What happened in Britain in the late eighteenth 
century was that the acceleration of all these separate 
enterprises was sufficient to create such a forward 
movement in the economy in general that it “took off” 
to become another kind of economy altogether. It is 
important to underline this point because one of the 
problems in the developing world is to achieve this co- 
ordinated and general expansion. The world’s economic 
runways are cluttered with aircraft, sputtering and 
spurting, letting fumes out of the engines, one wheel 
spinning, then the propeller, but never quite managing 
to take off. But in Britain in the eighteenth century 
there occurred the first acceleration of all the separate 
streams of technology and saving into the phenomenon 
of a successful take-off, 

At this point, one would naturally think: “What an 
exhilarating thing, how terrific, with what pride they 
must have regarded themselves, soaring above the old 
levell” Not at all. The joy was by no means unconfined 
—and I am not referring to the wretched Luddite rioters, 
the miserable people who in the utmost bewilderment 
were being thrown out of their old agricultural pursuits 


14 TOWARDS A WORLD OF PLENTY? 


into the raw slums of the new cities. I refer to the early 
economists, and it is not for nothing that theirs was 
called the “dismal science.” 

When you read anyone except Adam Smith—who 
did have a certain sort of natural buoyancy about him— 
when you read Ricardo or Malthus or Nassau Senior, 
the gloom seeps out of their works. If you follow in any 
sort of detail the history of the discussion of the Poor 
Law in England from about 1800 right through to 1860 
or 1870, once again you get this impression of over- 
whelming gloom. And the gloom comes fundamentally 
from the feeling that the system cannot last. It has in it 
flaws which are so deep—shall we call them “internal 
contradictions”?, again to coin a phrase—that they will 
paralyse the economy and after a certain point destroy 
it. 

These early economists rarely had anything very 
cheerful to say about the long-term development of this 
strange new phenomenon, the capitalist economy. 
Nearly all of them saw very clearly the principle of 
marginal utility which is—put simply—that when you 
go on doing a thing, you are likely to get less and less 
return from it. The market may be satisfied or you have 
used up the raw materials and their cost goes up or you 
have absorbed the supplies of skilled labour and its 
cost goes up. The final effect of this rise in costs in a 
saturated market is that profits are squeezed and, once 
that happens, investment ceases. 

To this general feeling that there were inherent in- 
hibitions to the growth of the economy Malthus added 
his own inimitable gloss. He argued that an innate 
tendency in the working class would produce conditions 
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in which the workers would never achieve higher wages 
and living standards and thus become a larger market 
for the goods of the economy. They always would re- 
produce themselves up to the limit and therefore any 
gain they might make would be swallowed up by 
hungry new mouths pulling them back to a wage level 
geared simply to survival. This so-called Iron Law of 
Wages dominated early Victorian thinking, The debates 
of the Charity Commissioners, the debates on the Poor 
Law, betray the underlying belief that the working 
class, the “proletarians,” would always produce proles 
in such quantities that any advance beyond the margin 
needed for subsistence would vanish beneath a surge 
of children. What, therefore, was the use of putting up 
their wages? What was the use of relieving the indigent 
by such methods as, say, public works on a big scale, 
since the poverty of the masses was in some measure 
self-induced by excessive procreation? We may smile, 
looking back, at the dogmatism of the argument. But 
are we not hearing it again over India today? 

The early economists give one, therefore, a sense of 
discouragement about the system, a feeling of contra- 
diction too rooted to be overcome. However bright the 
immediate prospects ahead for the economy, its whole 
motive power remained the achievement of profits and 
then reinvestment, But if marginal utility promised a 
profits squeeze at one end of the system and the Iron 
Law of Wages a depressed market at the other, the out- 
look for the new economy in more than the short run 
seemed, inevitably, pretty dubious. 

Nor did the early economists see any alternative. 
One has to remember that the whole economic system 
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was so new that people felt like holding their breath 
for fear of blowing it away. They did not fully under- 
stand it. They did not really grasp its mechanisms. 
Change one element and might one not find that the 
whole system had been undermined? If by intervention 
one added to the difficulties of the profit-makers, or put 
extra pressure on these inexplicable but obviously bril- 
liant entrepreneurial innovators, might not the main 
spring of the system snap? The early debates upon 
factory regulation and so forth are not so much callous 
and hardhearted as ignorant and fearful. The new 
machine looked so precarious that any experiment 
might make it worse. 

Moreover, one has to remember that at that time 
the experience of state intervention was recent, strong, 
and on the whole very unfavourable. Dickens was a 
radical writer, but when he comes to describe the inter- 
ventions of Whitehall, what does he describe? The 
Circumlocution Office, staffed by the family of Tite 
Barnacles, civil servants who had a unique gift for 
producing reasons for and methods of doing nothing. 
This was not altogether a caricature. Those who had 
lived through the era of Royal monopolies or the Col- 
bertian system of controlled trade and mercantilism 
felt, like Adam Smith, an overwhelming urge to get rid 
of extremely inefficient bureaucratic control. To get 
rid of the Tite Barnacles, to get rid of the Circum- 
locution Office, was not a wholly illiberal urge. It was, 
on the contrary, a liberalizing tendency. But with it 
vanished the idea of using sensitive and sensible govern- 
ment as a means of fending off these elements of disaster 
which men felt to be inherent in the early economy. 
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So far we have spoken only of the orthodox econo- 
mists. But at this point we must add the greatest of the 
early political economists—I say it advisedly because 
of the scale of his thought—Karl Marx. Now Karl Marx 
was in many ways a political economist raised in the 
tradition of Ricardo and of Malthus, and he is in some 
ways a typical early Victorian political economist. But 
he added an absolutely prophetic sense of the scale of 
what was happening. He was, I think, the first of the 
political economists to realize that the modern capitalist 
system was going to explode completely the old feudal 
patterns of society, that what was being started was on 
such a scale, and involved such a transformation of in- 
stitutions that it was the most revolutionary thing that 
had ever been introduced into human history: Marx 
alone had the apocalyptic sense, which, as we now see, 
was wholly appropriate to the coming of science and 
technology. They have, as he foresaw, transformed all 
our institutions and introduced the world to an epoch 
of radical and unresting change. 

This is Marx's insight of genius—to have had the first 
inkling of the scale of changes inherent in the new 
methods of production. Moreover, for all his denuncia- 
tions of the workings of the new economy; he was in 
some ways more optimistic than other economists. The 
trap for him was not inherent. It was political and so it 
could be overcome. He saw the Iron Law of Wages but 
he regarded it as the product, not of any basic tendency 
in human nature, but of the property relations under 
which the new industrial society was living. He argued 
that in a situation in which all the gains of the economic 

system went solely to the property owners and all the 
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profit was taken by “exploitation” from the workers who 
participated in the process, then these workers could 
never acquire income enough to become a market. This 
had nothing to do with Malthus, it had everything to 
do with the mal-distribution of the fruits of production. 
However, Marx avoided the Malthusian trap only by 
missing something else. Between 1800 and, say, 1860— 
as in Russia between 1928 and 1940—the early indus- 
trial economy faced the problem of accumulating 
enough capital. Whether the entrepreneur is a private 
capitalist or a state capitalist, he must carry out a vast 
amount of what Marx called “primitive accumulation.” 
This cannot be achieved simply by investing the savings 
of the well-to-do. There are not enough of them. Every- 
one has to save to provide the immense scale of capital 
necessary for all the “infra-structure” of a modern 
economy. Ports and harbours, transport and power, edu- 
cation and technical training—everything that goes into 
the base of a modern economy is exceedingly expensive. 
The first full breakthrough from the old pre-technical 
society to a modern technologically lively and pro- 
gressive economy demands massive preliminary saving. 
In one sense there was profound exploitation between 
1820 and 1860—economists doubt whether during that 
period there was any gain whatsoever in the standards 
of living of the working class in Britain. Marx was right 
when he pointed out that the entire surplus produced 
by the machines was in fact going to the owners of 
capital. But I think he missed the point that they were 
the only people who would reinvest it. Without this 
process of reinvestment gradually spreading right 
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through the economy, there would have been no “take- 
off” into sustained growth. 

Between 1928 and 1940 under the first Five Year 
Plans it is estimated that Russia saved up over 30 per 
cent of its national income and reinvested it. This was 
primitive exploitation with a vengeance, and certainly 
during that period the lot of the working class in Russia, 
both on the farm and in the factory, was very tough 
indeed. Yet at that time there would have been no 
other way of getting the accumulation on that scale, In 
a sense Marx was perfectly right. It was exploitation. 
But the system simply would not have come into being 
without the exploitation. It was the only way in which 
this immense flood of saving could have been secured, 
So Malthus, too, was right in a way. If all the product 
of the early machines had gone back to the consumers, 
they would have consumed it, They certainly would 
not have saved it, because they were so near the margin. 
But Malthus was also wrong, for the saving was all the 
while creating an industrial system in which his old 
compulsions would be overcome. It was in fact the 
time scale that defeated both men. Malthus could not 
look forward to a society so productive that it could 
afford to let its workers consume. Marx could not look 
forward to a government sensible enough to insist that 
they should. 

Marx called the British government of his day “the 
managing committee of the bourgeoisie,” and he said, 
in effect: “You will never see state intervention to help 
the broad masses of the people, you will never see state 
intervention to remove the inhibitions in the economy, 
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for the simple reason that the people who represent the 
government are the people who are in charge of the 
property and they do not want to change it anyway. 
There is deadlock here, for, even if you wanted to use 
the state as an instrument for dealing with these 
potential deadlocks, you could not do so. The very 
people who would have to make the change are the 
very people who profit by the present situation." Marx 
was very far from describing something which never 
was on sea or land. Look at certain governments in 
Latin America today. Precisely this dilemma exists. 
“Take-off” cannot occur, the economic aircraft cannot 
leave the runway because the pilots, far from revving 
the engines, are trying to reverse. In fact, the political 
problem of securing governments willing to make the 
"take-off' into modernity can become the most acute 
problem in a developing society. 

Marx proved wrong in the British context, because 
of what one may consider a fundamental error in his 
thinking—his underestimate of political, social and ideal 
factors. He was committed to the concept of politics 
and philosophy, and indeed religion, as the super- 
structure built up on the solid material underpinning 
of property relations. Obviously within that philosophy 
a government which represented the bourgeoisie could 
only behave like a bourgeois government. It could not 
behave in any other way, because there was no other 
independent factor in the system that could induce 
a change. 

Fortunately for Britain, there were other factors. 
Much older than the tradition of industrialism, much 
more deeply rooted than the practices of a ruthless, 
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exploiting and developing capitalist class were 

tions of political and civil liberty which, in the course 
of the nineteenth century, led to the enfranchisement 
by the vote of the vast mass of the people. The moment 
you give the vote to the poor—the poor are the majority 
—instantly politics begin to operate in a different way. 
Wedded as members of Parliament may be to their 
bourgeois way of life, they tend also to be wedded to 
getting back into Parliament. They must court the 
majority and this has effects which Marx could not 
foresee. 

The tradition of civil liberties did in fact give the 
working class little by little some of the elbow room 
earlier achieved, vis à vis feudalism, by the merchant 
and capitalist class. The whole history of civil liberties 
in England has been the extension to wider and wider 
groups of rights, political rights, which hitherto had 
only been conquered by a very small group. Magna 
Carta wrested from the King what the barons wanted. 
It was not very libertarian for anyone below the barons, 
but it was fine for them. The next move was calling the 
burghers and knights to parliament and granting consti- 
tutions to the corporations of the big cities. This did 
not do much for the journeyman tailor, but it was very 
convenient for the burgesses. It did not help the simple 
peasant, but it did help the country gentleman. In 1832 
came the extension of the privileges to the new bour- 
geois, entrepreneurial class—Birmingham was enfran- 
chised. Marx might have believed that there the end 
would come. But by the 1860's Disraeli and his Tory 
Democrats were extending the franchise to urban 
workers and, once they had the vote, once their civil 
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rights were recognized—among them the right to form 
trade unions—they were no longer defenceless men of 
the Marxist picture, no longer, if you like, the prole- 
tarians of Malthus and his contemporaries. They were 
beginning to be effective and self-confident elements in 
a political society. And so by a political factor, which in 
a Marxist sense did not reflect property relations and so 
had no right to exist, the worker became more than a 
pawn in the system. He was now an active agent and 
there was no reason to suppose that he would, confident 
of his new political weight, accept a view of govern- 
ment in accordance with that of “the managing com- 
mittee of the bourgeoisie.” He might expect it to inter- 
vene to defend his interests and thus a new factor of 
political action was introduced into the “closed circuit” 
operations of the economy. 

Add to this a Christian social philosophy which 
through men like Lord Shaftesbury and through move- 
ments such as the Evangelical Movement pressed for 
social reform and for the direct use of the state to 
curb the evils of industrialism, and you see a new con- 
stellation of forces at work on this early economy, 
diverting it to new directions. It is of great importance 
to remember that the first effects of this emancipation 
were to counter some of the blocks and inhibitions 
which the early economists had thought to be uncon- 
querable. The new reforms, the new spirit made it 
impossible to leave at the base of the economy a whole 
mass of marginal consumers. 

From 1860 onwards, we find change at two levels 
which were decisive, and which, I think, still are de- 
cisive, in the problem of economic growth. The first 
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factor was the power of the worker to organize in his 
own defence. This, combined with the readiness of the 
state to recognize the right, produced a trade union 
movement in a working class dedicated to securing 
more than the wages of pure subsistence. They began 
to be consuming members of their own economy. This 
first semblance of a mass market did give an impetus 
to growth in the economy from about 1860 on into the 
early twentieth century. Of course, the unsuspected 
productivity of the new machines—once installed by 
massive saving—made it possible to satisfy the new 
demand. There was room, undreamt of by the econo- 
mists of strict marginal utility, for both wages and 
profits to rise. But this discovery came in Britain as a 
result of а political act—the increasing enfranchisement 
of the poor. 

The second factor was the acceptance of government 
action. Disraeli said that his watchword in government 
would be sanitas, sanitas, omnes sanitatum. In other 
words, he would concentrate on drains and houses for 
all he was worth. And he did. The first large experiment 
in public housing dates from the 1870's—the first proof 
in Britain that government could be used as an effective 
instrument for satisfying the interests of the electorate 
at large; by that time the electorate at large included, 
I think, all fifty-shilling householders; in other words, 
almost the entire working class. 

These two things—the entry of the mass of the people 
into the market as an effective factor in demand, and 
the admission that the state could intervene to forward 
the interests of the poor—were epoch-making break- 
aways from the possibility of paralysis which the early 
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economists had foreseen. If the state can intervene, it 
is not simply the promptings of the profit motive that 
have to be relied on to keep the economy moving. Mind 
you, governments accepted from the first days of the 
technological revolution the fact that one of society’s 
largest activities—war—could not be run privately. The 
Napoleonic Wars were early stimulants to growth in 
Britain, the Civil War in America, the Franco-Prussian 
War in Germany. But with Disraeli the principle of 
government activity was extended beyond the potent 
but restricted field of war. And this first great enfran- 
chisement did, I think, make it very difficult for Marx 
to finish. Das Kapital. By the time he reached 1860 and 
Volume Four, some of the premises of Volume One 
were not so clear as they had seemed in 1848, Anyone 
who tries to write a book and finds when embarking on 
Chapter 25 that Chapter 1 contains a very large flaw 
in the argument is likely to be extremely discouraged 
and not to finish the book. This is what happened in 
Marx’s case. And the flaw had wider consequences. A 
profound split developed in the Socialist movement in 
Europe between the more and more reformist Socialists, 
who believed that by political rights they could achieve 
a society in which the working class would be admitted 
to full consumption, full participation and full power, 


and the minority group of Communists under Lenin 


who argued: “No, all this bourgeois paraphernalia is a 
cheat and workers will achieve their enfranchisement 
only by way of violent revolution.” Today, the same 
quarrel divides Russia and China—a reminder that the 
debates of seventy and eighty years ago may still be 
highly relevant. 
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The first steps towards the enfranchisement of the 
workers and the first acceptance of the principle of 
state intervention in industrial economy mark one of 
the great dividing points in world economics. They set 
the market economy of the West on to a new route. 
Although it would continue to meet a series of obstacles 
and deadlocks in the course of its development, it now 
had some concept of the means of getting round them. 
In fact, if I were to describe in the shortest of short- 
hands what has been happening since 1860 down to our 
own day, I would pick out the progress made by our 
economy in solving the problems of productivity and 
growth in terms of a larger and larger enfranchisement 
of those not yet drawn fully into the benefits of the 
economy. The first enfranchisement which countered 
the fatalities foreseen both by the early economists and 
by Marx occurred between 1860 and about 1900. But it 
was not sufficiently large to ensure a clear run for the 
future. On the one hand, the amount of demand did not 
increase sharply enough to absorb the increasing pro- 
ductivity of the machines, first steam, then electricity, 
then the chemical industry, now indeed electronics, 
automation and the atom. (Just as the economist and 
the industrialist draw breath and think “Well, we have 
successfully absorbed these new techniques,” a wave 
sweeps in, another enormous spurt of advance and once 
again the economy is faced with the problem of how 
to secure enough effective demand to keep the economy 
moving forward without gross risks of deflation.) At the 
same time, the degree of acceptable government inter- 
vention was small. The income tax had not yet been 
transformed by war into a massive instrument of trans- 
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ferring money from the rich—who save—to the poor 
who provide the mass market. And any startling rise 
in wages was checked by the old inhibition that wages 
are also costs and, if they rise too fast, they squeeze out 
profits, investment and further growth—a trap from 
which, with our current talk of the need for “wage 
restraint,” we have clearly not yet escaped completely. 
Between 1900 and 1914, in the older industrial centres, 
it seemed as though mass demand, while sufficient for 
the simpler consumer goods of mass clothing, house- 
hold goods and so forth, could neither absorb nor 
further stimulate the new productivity. A plateau had 
been reached. The rise in living standards slackened. 
A wave of industrial unrest disturbed civic peace. The 


chances of regression foreseen by the early economist 
seemed to have returned. 


Meanwhile, owing to the fact that more and more 
of the industrial economies of the West were being 
organized on narrow nationalist lines behind high tariff 
walls, the international elbow room needed for the 
expansion of the world economy was also restricted, 
This led to a phenomenon—which Lenin underlined— 
the struggle of the Western Powers to secure for them- 
selves outlets overseas for the goods which they could 
not sell on a sufficient scale at home. Lenin interpreted 
this failure as a reflection of the continued poverty of 
the masses in Europe. Only by going overseas did the 
organizers, the entrepreneurs and the capitalists think 
that they could get markets for their goods. Once there, 
their desire to monopolize these markets became, in the 
classic Leninist Statement, the chief motive for Im- 
perialist war—an argument made all the more telling 


GROWTH IN THE DEVELOPED ECONOMY 27 


by the fact that when it was formulated in 1916, the 
West was in fact locked in a disastrous war. 

I consider that the next phase of enfranchisement 
lasted, with two enormous set-backs, from 1919 to per- 
haps the day before yesterday—perhaps we are still in 
it. For this period, the analogy I would like to put to 
you is that the Western economy was like a rider on a 
horse coming up to a jump. In the years between 1919 
and 1939, the market economy tried to make this jump. 
It fell. It fell at the 1929 fence and was not able to pick 
itself up. Now, in the post-war phase through which we 
have just lived, there are signs that the horse is over 
the jump; at least, that is my thesis and my hope. We 
have taken another step in the process of developing an 
economy of growth which matches and absorbs its own 
productivity. But I do not think we can understand 
what is happening now or what risks we face unless we 
look very briefly at why the horse fell in 1929. Why was 
it that the hoped-for new enfranchisement was not 
achieved at that point? 

Certain hopeful elements were already present. Only 
after the 1914 to 1918 war did people acquire an inkling 
of what enormous productive powers were locked up 
in their industrial system. In war everything is un- 
leashed, everything is possible, the sky is the limit, the 
imagination is released by the risk of defeat and the 
hope of victory. It is only in this mood of total release 
that a nation will do anything to see what its economy 
can produce. The mobilization of munitions under Mr. 
Lloyd George, which involved the expansion of the 
entire industrial base of the English economy, the 
mobilization of skilled labour in a way that had been 
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unheard of before, and through inflation, the absorption 
of a large part of the savings of the nation, provided an 
early model of what forced-draught expansion under 
purposive direction can bring about for good or ill. 
Possibly it was only after the Second World War that 
the West took the full measure of these possibilities. 
But it seems that the lesson was more readily learnt in 
Russia where fear of state intervention was, by virtue 
of history and ideology, much less vivid. 

I tend to believe that the Five Year Plans in Russia, 
between 1928 and 1940, would not have been con- 
ceivable without the model of the war economy, and 
that in some measure it was that enormous concentra- 
tion on industrial expansion which every combatant 
nation underwent between 1914 and 1918 that gave 
Stalin the picture of what a Five Year Plan would do. 
From it he learnt the concentration on industrial expan- 
sion, on the massive absorption of new labour, learning 
the skills as it went along, and on the canalizing of the 
country’s savings into the expansion of the industrial 
base—at the expense, incidentally and disastrously, of 
agriculture. But Russian expansion reminds us that, 
given the resources and given the drive, the amount of 
productivity locked up in modern technology is un- 
believably great. 

But on what shall it be used? A society can use it 
on arms, but one cannot call this an ideal solution, Yet 
ded ien War began to give an inkling of some 

gs upon which it might be used. Out of the 
assembly-line inventiveness of war, and out of its 
enormous technical changes came the first mass-pro- 
duced "consumer durable"—the old Model T Ford. This 
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coming of a new consumers’ frontier. It also reflected 
a very significant social breakthrough. It was Mr. Henry 
Ford who, if you recall, suddenly had one of those 
ideas of immense simplicity, but of infinite genius, that 
transform cultures and nations. He saw that if only he 
paid his workers enough they would buy his cars. He 
would meet the problem of the profits squeeze by mak- 
ing a very small profit on a simply vast turnover. Since 
this is the basis of a large part of our modern mass 
economy, one of its founders must, in all fairness, be 
said to be Henry Ford on the day on which he decided 
to put up wages to $5.00 a day—unheard of at that time 
—and thereby created a new consuming public. This 
enfranchisement I think is one of the early pointers to 
the possibility of a whole new expansion in the con- 
suming base of the economy, and one which was to bear 
fruit, not fully in the 192075, but later on in the post- 
1945 world. 

However, by 1929 the various pressures making for 
expansion in the Western economy were all slackening 
together. Post-war reconstruction was over. The first 
great “Tin Lizzie” boom was slackening too, and it was 
slackening for the old, old reason, which the economists 
had picked out long before—the squeeze on profits in 
a more or less saturated market, in which the previous 
boom has pushed up wage costs very sharply. A third 
factor—one still of immense importance today—was a 
slackening in the stimulus to primary producers all 
round the world, and particularly in this case to the 
American farmer. Primary incomes were falling off, 
whether it was in Africa or in Latin America, or out 


30 TOWARDS A WORLD OF PLENTY? 


in the Middle West, or indeed on the Canadian Prairies. 

And in this situation in which domestic economies 
were poised, as it were, on the edge of deflation, it be- 
came clear that an effective philosophy of intervention 
by government was still unformulated and unaccepted. 
` For instance, between 1925 and 1929, the stagnating 
British economy needed a stimulus. But the only widely 
acceptable government intervention at that time was 
the imposition of higher protective tariffs. This was 
generally and disastrously practised in Europe, thereby 
cutting markets still further and in the 1980's by a 
Britain that had abandoned its old belief in free trade. 
Other stimuli were not agreed. Retrenchment was the 
cry and cuts in government expenditure to match lower 
tax receipts pushed the economy further down and 
further lowered the receipts. Lower interest rates to 
stimulate investment would have led to a further out- 
flow of gold—while the United States, in a flaming 
speculative boom, could not afford to raise rates for fear 
of attracting still more of Europe's reserves. Govern- 
ment policy moved into deadlock just as 1929 dawned. 

In that year all the factors of slackening demand 
came together, the governments were unable to act in 
concert with each other, partly because nationalism 
dominated their economic policies, and partly because 
frankly I doubt if anybody at the time knew what to do 
anyway. Mr. Montague Norman stood up at the 
Mansion House Dinner and said: “Т do not under- 
stand banking"—although at the time he was Governor 
of the Bank of England. The Economic Conference in 
London in 1988 was a triumph of confusion. The sense 
was general that the economic system was out of con- 
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trol, that the forces of deflation were such that no one 
knew what could counter them, and that there was no 
philosophy at that time either of the right kind of 
government intervention, or of the right kind of inter- 
national action to ensure that when the deflation started, 
it could be checked. World trade fell by two-thirds in 
nine months, unemployment rose to 20 per cent of 
the working force. Then followed a long period of semi- 
depression, out of which the nations did in fact crawl 
by means of massive government intervention and 
public works. But unhappily that massive intervention 
and public works took the form of arms in the prepara- 
tion of war, and in 1939 the war duly came. 

The enfranchisement of new consumers and the role 
of the state in the economy had begun to be reassessed 
in the 1920's and 19305 but no full breakthrough to new 
policy occurred. When the effort failed, the nations, 
almost like sleepwalkers, repeated the old disasters. 
There can have been few times in history when peoples 
so precisely repeated themselves as in the appalling 
disasters of 1914 and 1939. And one reason, I think, is 
clear: virtually all the economic pressures which made 
for war in 1914 had not been fully exorcized by the 
end of the 19205. From like causes, followed like effects. 

Having made this gloomy analysis of the inter-war 
years, I would like to stress more hopeful features in the 
post-1945 world. If we take our two great facts—the 
enfranchisement of the new consumers and the proper 
understanding of creative government intervention— 
surely it can be argued that after the Second World 
War the lessons that might have been learned after the 
First have been much more fully grasped. One has the 
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sense of the Western world recovering powers of initia- 
tive and innovation. They operate over many fields but 
one consequence is vital. They do seem to be — 
strating greater capacity to keep effective demand 1 
line with increasing productivity. 

The Second World War showed, even more clearly 
than the First, the immense capacity for growth € 
up in our developed economies, Between 1939 an 
1944, for instance, the American economy doubled "| 
size in four years. Under the immense impetus of 
pansion for war needs, the entire industrial d an 
structure that had been built up between, say, 1840 an 
1989 was matched between 1939 and 1944. And out of 
that large expansion of the industrial base of the 
economy—which was repeated in a smaller way during 
the Korean War—a proliferation of consumer durables 
has occurred which makes the Tin Lizzie look a very 
modest little flower. The new range of effective demands 
has covered every item of ordinary daily living, inside 
or outside the home. A surge of new inventions COn- 
venient to the consumer coincided with a time when 
the workers, after full involvement in a war economy; 
had current and saved income to spend on the new 
goods. It was as though, geologically, the whole floor of 
the economy had been raised by a new upward thrust 
from below to operate at a new permanently higher 
level. Nor was the thrust confined to North America. 
The revolution was passed on through the genius of the 
Marshall Plan, to spread all over Europe and bring the 
old continent into the shining new world of washing 
machines and supermarkets. 


A second point in the consumer revolution lies in 
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the systemization and general acceptance of the wel- 
fare principle which had been only sketchily accepted 
in the twenties and the thirties. Since this last great war, 
the idea that government has the ultimate responsi- 
bility to put some kind of a floor under each individual's 
life has been fully accepted throughout the Atlantic 
world. As a result, although the economies of the At- 
lantic world have ebbed and flowed somewhat since 
1947, consumer income has gone steadily up. In fact, 
effective, accepted and sensible intervention by govern- 
ment in the welfare field has ensured such stability of 
consumer income that it has been a key factor in keep- 

ing effective demand in line with growth. One should 

perhaps add that, in the interests of primary producers, 

we have seen a parallel extension of the concept of 

economic assistance. To the old search for profitable 

investment has been added a more sustained attempt to 

transfer wealth from the West for the purpose of crea- 

ting new wealth overseas. 

Other institutional innovations have assisted this 
greater continuity in the search for steady growth. In 
France, for instance, under the leadership of M. Jean 
Monnet, a concept of state stimulus has been developed 
which, while leaving the advantages and the flexibilities 
of the market economy intact, nonetheless aims at a 
certain continuity of growth. Under the aegis of the 
French Commissariat of the Plan, economists and offi- 
cials meet with labour and management and discuss 
with them the implications of a 5 per cent rate of 
growth or a 4 per cent rate of growth so that those who 
are responsible for economic decisions in the French 
community have some sense of what the economy 
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would look like if a 4 or 5 per cent rate of growth 
actually occurred. Then, fortified by the feeling that the 
desired rate of growth will happen, they go and take 
the decisions which in fact make it happen. This is not 
simply a psychological trick. After all, business con- 
fidence has always been one element in the cyclical 
fluctuations in the market economy. If businessmen are 
convinced that steady growth is possible their decisions 
will be a large element in securing it. One might call 
it an institutionalization of business confidence. 

The Japanese have carried this technique even further 
with a sophistication which has left some British econo- 
mists breathless. The Japanese have contrived to com- 
bine their concept of the 4 per cent, or the 6 per cent, 
or the 8 per cent rate of growth—they have even 
reached 11 per cent, incidentally—with a very interest- 
ing variant of complete financial orthodoxy. They first 
estimate what the rate of growth for the next year will 
be, say 6 per cent, although 10 per cent is more usual. 
Then they estimate what level of taxes would be col- 
lected on the basis of an 8 or 10 per cent rate of growth, 
Having decided what extra revenue would come in, 
they remit that amount, knowing that growth will offset 
the lower taxes. And remitting the taxation is one of 
the factors in the growth. This surely is a very interest- 
ing example of the subtlety which is now possible in 
state stimulus to the economy and how far it is from the 
total planning, total dragooning and total physical con- 
trol so often put up as a bogey against purposive and 
effective state intervention to ensure high demand and 
steady growth. 


These are institutional innovations. They are both 
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carried on by planning commissions, backed by a whole 
new apparatus of economic calculus—the input-output 
analysis and so forth—and, although we have not yet 
fully realized their potentialities, they are a new break- 
through in our economic and political philosophy. 
Certainly the setting up of the National Economic 
Development Council in Britain has released a lot of 
new thinking there too. 

We have also been far more adventurous in the 
creation of new international institutions and policies. 
The Marshall Plan led to the setting up of a permanent 
organization, the OECD, to secure co-operation be- 
tween Europe and America on a formal basis. The old 
tendency to raise ever higher tariffs has been checked 
by negotiations through the GATT and on a more 
limited but deeper scale within the Common Market. 
The International Bank and the International Monetary 
Fund give us a whole new apparatus of effective co- 
operation between nations which certainly did not exist 
before, In short, we have not repeated the failures 
which followed the First World War. We have not 
plunged for policies which will ineluctably carry us 
back to 1929. Both on the side of enfranchising new 
consumers and on the side of working out flexible and 
sensible methods of state intervention, we have a quite 
new concept of how the economy should work. But 
before we all throw our caps in the air and regard the 
match as won, I would have to say that, although I 
think there is very considerable and solid evidence for 
the claim that we are doing better, I would have been 
much more certain about this if I had given this lecture 
one year ago. In other words, I believe we have to be on 
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guard against the possibility that this second great 
enfranchisement may not reach its full objectives. 

Now, this is for a variety of reasons. The first is that 
in the years to come we may need more ingenuity than 
in the past to maintain the level of effective demand. 
Some deflationary pressures seem more general than 
anything we have experienced since 1947. I do not 
discuss here the question of disarmament for it is still 
too remote an issue but our market economy is still 
underpinned by annual expenditures of some $80 
billions a year on arms. Are we thinking enough about 
alternatives? 

To return to non-military demand, postwar recon- 
struction is finished. Everything that needed to be 
reconstructed as a result of the war is already recon- 


structed. Why, even the City of London is almost 
rebuilt. 


Secondly, in parts of North America, and to some 
extent in Britain, some steam has gone out of the 
consumer durables boom, and this, of course, for a 
reason the early economists always foresaw-—satiety. 
When you have TV in the bathroom and TV in the 
kitchen and TV in the living-room and TV in the 
children's room, you are unlikely to buy another set. 
Colour TV may arrive in time to set off a new splurge. 
But most consumer durables reach a point at which 
market demand begins to slacken and the cost squeeze 
is on. For this reason there are signs on both sides of the 
Atlantic of some excess capacity, particularly in steel, 
and of some rather aggressive export policies—we will 
not use the word "dumping"—which could invite re- 
prisals. And in one sphere, overproduction threatens to 
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be more than temporary. Western farmers can now 
steadily produce more food than the Western stomach 
can absorb. The commercial difficulties between 
America and Europe in such matters as chickens stem 
ba:ically from an increasingly inelastic market for the 
cornucopia of Western food. Equally, pressure is being 
exercised from the side of wage costs. The only two 
countries which have been able during the postwar 
period of expansion to achieve 6 and 8 per cent rates of 
growth without a dangerous degree of inflationary pres- 
sure have been Italy and Germany, both of which had 
a labour surplus to absorb, either from Eastern Ger- 
many or from the Italian South. The pressure of rising 
wages on the profit structure did not operate until very 
recently. However, it is threatening to do so now; Italy 
is in a typical crisis of inflationary pressure and Ger- 
many has had to absorb wage increases of the order of 
40 per cent over the last two years. We should not curl 
the lip at our old economists. The difficulties they ana- 
lysed do constantly recur. The forms change but the 
substance remains. Only Sweden and Holland have 
contrived to have a successful incomes policy, keeping 
rising wages in step with rising productivity, thus evad- 
ing the squeeze on profits. But few other countries have 
had much success. 

If I may digress at this point, I would like to suggest 
that one of the reasons why it is so difficult in our world 
to achieve an incomes policy is because we have not 
found creative ways of associating those who work in 
industry with the profits and capital gains of those 
industries, in other words, with that essential element 
which is the motor power of the economy—and not just 
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of the free economy either. Why is Mr. Khrushchev off 
in pursuit of profits these days? It is very simple. If you 
work at a loss there is nothing more to invest. It is as 
simple as that. And, as Sir Geoffrey Crowther remarked: 
"If we called the profit motive the avoidance of loss 
motive, we would have a much clearer picture of its 
functions.” Certainly in Russia, in mixed economies like 
India or China, enterprise cannot operate at a loss. 
Otherwise, the result is dis-investment and de-develop- 
ment. Dis-investment is of course much eas'er to sustain 
under a dictatorship because in a democracy people 
protest if а pair of shoes has two left feet and will not, 
beyond a certain point, pay for public waste out of 
lower private living standards. But in any economy you 
cannot continuously neglect profits. Otherwise there 
are no further savings and the economy, any kind of 
economy, comes to a halt. 

In our Western economy, we distribute the benefits 
of the economy through taxation in a way which would 
have been inconceivable to the early economists. Cer- 
tainly this redistribution by way of taxation has been 
one of the great ways in which our consumer economy 
has been maintained. Yet it is a passive sharing, It is not 
a sharing which seems to give to the workers in our 
society much sense of the value or meaning of profits. 
In Britain, where there is no capital gains tax, the 
workers receive no share in the immense accretion of 
wealth which comes from the fact that the share value 
of a successful enterprise goes steadily up. j 

Possibly, therefore, one of the breakthroughs which 
we have to envisage when we talk of an incomes policy 
is not simply to persuade workers that rises in wages 
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have, in the aggregate, to match increases in produc- 
tivity. We have got to go further and make the kind of 
experiment which, say, American Motors or the Kaiser 
Aluminum Company is making. We have to see that 
profits gained by greater efficiency or by luck or by 
automation get back to the mass of the workers. If all 
work continues to be rewarded in terms of what is in 
fact a cost, what direct interest has the worker in mini- 
mizing cost and maximizing profit for reinvestment— 
which is the recipe for rapid growth under any system? 
I cannot believe that our thinking is so Jacking in in- 
genuity that our only answer to the wage cost push is 
restrictive policies towards wages. 

We cannot evade the issue. It is not something which 
has just happened in the last ten years. It was one of the 
profound preoccupations of the early economists and, 
even if the dilemma of the pressure of wage costs on 
profits is not as insoluble as they thought, we cannot 
say, even now, that it is solved. It remains in the short 
run a crucial obstacle to achieving a dynamic balance 
between demand and supply. If, whenever the economy 
is fully employed and demand high enough to balance 
rising production, inflationary pressures begin, the result 
is the sort of “Stop-Go” economy we have had in Britain 
in the last decade or the relative sluggishness of the 
American economy in the 1950's. Nor do I see any per- 
manent solution to the dilemma so long as a decisive 
majority of the people employed in industry have no 
direct interest in its profitability, and rising rewards for 
them only mean rising wages and hence rising costs. 

Now let us go back to the contrasts between 1929 and 
the present day. The international lesson of 1929 was 
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surely that policies for growth, for full employment and 
full expansion cannot be pursued unless they are 
being pursued together within a wide group of indus- 
trial nations. Unless co-operation is at least co-extensive 
with the Atlantic arena, the efforts of each individual 
country may not be effective and may even be contra- 
dictory. Hitherto, the degree of co-operation between 
America and Europe has been remarkable and exem- 
plary. But if now growth on both sides of the Atlantic 
is to become somewhat more problematical, we shall 
need not less co-operation but much more and much 
closer working together if the disasters of the past are 
not to be repeated. 

Here the British example is relevant. Why is it that 
over the last decade British expansion has been sharply 
followed by long pauses during which growth of no 
more than 2 per cent a year has been registered? We 
should have done much better, clearly, with an average 
of 4 per cent. We are not so affluent as to be able to do 
without the growth. But we have stagnated for two 
reasons. The first is a difficulty I have already men- 
tioned, the wage cost push. The second is that the 
British economy can too easily be pushed back on the 
dilemmas of 1925 to 1929. Stimulus, expansion, lower 
interest rates, rising prices might send the reserves off 
again, not perhaps this time to America but to France 
and Switzerland and Germany. A crisis of the pound 
would follow—more than a national disaster since sterl- 
ing is the currency for half the world’s trade. Thus 
Britain is a clear example of the inhibitions which must 
impede countries if they have to act alone to encounter 
the risks of deflation and keep demand in step with the 
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productivity of the modern economy. But Britain is not 
the only or even the chief example of the necessity for 
joint action to maintain demand. In 1929 the third 
great element in deflation—after falling demand and 
rising tariffs in the Atlantic lands—was the collapse of 
primary prices. Today, again, the danger signals are 
there. Between 1957 and 1963, primary prices fell. 
Foreign aid has often done no more than subsidize the 
continuance of Western exports. Indebtedness is grow- 
ing to the pitch at which loan-aid may have to be fore- 
gone. Without a far more energetic joint attack on the 
economic deadlocks among the developing peoples, the 
“third world” may become a factor in reducing both the 
flow of world trade and effective demand outside the 
Atlantic arena. 

This is perhaps the gravest danger of all. Although it 
is possible that our new techniques have solved the 
problem of expanding demand within our Atlantic 
world, there are enough question marks to suggest that 
we should be looking for new markets to open, new 
consumers to enfranchise. These points belong to the 
next lecture. But their relevance must be stressed at 
this stage. Can we be sure that with the next surge of 
automated productivity our existing Atlantic markets 
are sufficient? 

The lesson seems clear. In 1929, there was no co- 
operation. Each nation faced shipwreck separately and 
all drowned together. What are the prospects now? 
Again I would have said until Christmas 1962 that our 
hopes of co-operation were bright. The British sought 
to enter the Common Market. President Kennedy, 
against all odds and with astonishing success, had 
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passed his trade expansion act and offered Europe a 
permanent partnership of equals. The way seemed clear 
towards a great expansion of Atlantic co-operation and 
the building of a genuine outward-looking economic 
community in the West. Today we can only hope that 
the present Gaullist foray backwards towards national- 
ist solutions which would finally defeat us all will be 
itself defeated. It is to my mind the gravest, the most 
dangerous thing that has happened since the war. The 
basic appeal of the Gaullist solution is purely national- 
ist; it is an inward- and backward-looking appeal; it is 
a separatist appeal; its profound underlying anti- 
Americanism splits our Atlantic world down the middle. 
It encourages rival isolationisms. Above all, it checks 
all hopeful movements towards closer economic co- 
operation at the moment we need them most. 

As I see it, we have reached a new turning point in 
the development of the Western market economy. We 
have managed to maintain demand and rising standards 
inside our Atlantic world for nearly two decades. We 
have done so within a framework of increasing co- 
operation. We are experimenting with further ways of 
maintaining steady growth in production and in effec- 
tive demand both at home and in the world at large but 
these ways need ever closer co-operation. And, just as 
we tentatively explore new types of policy, Gaullist 
separation has put the great experiment in doubt. Un- 
less we can get back to the track we left in January, 
1963, a question mark must hang over the likelihood of 
our achieving policies that maintain our own prosperity 
and look forward to the enfranchisement of new con- 
sumers in the developing world. 


SS Poverty and Expansion 


ӘӘ THE QUESTION OF THE RELATIONS 
between the developed and the underdeveloped world 
I believe to be one of the greatest issues of our time. 
The way in which, little by little over the last ten years, 
a sense of the gap between the rich nations and the 
poor nations and its immense significance in the proper 
handling of the affairs of mankind has impinged on the 
popular mind is perhaps one of the most encouraging 
features of our age. It is clear that we are unlikely to do 
anything about an issue which we rarely even think 
about. We are even less likely to devise policies for a 
crisis or a challenge which we do not recognize. 

Although I think we are very far indeed from having 
found either the right route or the right determination 
in our work for the underdeveloped areas, no one can 
now say that we, the wealthy, the comfortable, the 
developed part of the world, are unaware of the chal- 
lenge. And of course we have a special reason for 
understanding and accepting it. It is very largely a 
situation of our own creation. 

In spite of two world wars, and in spite of an 
appalling depression, modern science and technology 
have created round the North Atlantic arena a group of 
nations wealthy beyond anything that human history 
has ever known or even conceived: a group of people 
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who make up not much more than 18 per cent of the 
world’s population who engross regularly, year by year, 
about 70 per cent of the world’s income, provide some- 
thing like 70 per cent of the world’s investment and 
carry on about 70 per cent of the world’s trade—in other 
words, a group of nations who, in relation to the world, 
are as wealthy as the Victorian upper middle classes in 
relation to the mass of the people who, between 1820 
and 1860, were being slowly drawn into the modern 
economy. If one can for a moment adapt Toynbee’s 
phrase, one can say that so far the Western world has 
dealt primarily with its own “internal proletariat.” It 
has drawn more and more of the citizens of the Atlantic 
world into creative and productive relations with the 
modern economy, a task which is not completed but at 
least is well under way. But now it is faced with the vast 
problem of the “external proletariat,” the peoples living 
beyond the fringe of wealth, beyond this inner sanctum 
of developed prosperity. The peoples of Asia, the 
peoples of Africa, and to a large extent the peoples of 
Latin America, are, in their relations to this central core 
of Atlantic wealth, very much in the position which the 
labouring classes in the nineteenth century occupied 
vis à vis the new wealthy groups of the industria] 
revolution. 

It is not simply a matter of wealth and poverty. The 
ae = nue in the nineteenth-century Western 
: largely conditioned by the decisions and 
y d: of the wealthy entrepreneurial groups. 
> , in the world at large, until the day before 
yesterday, the fate, the fortunes, the general develop- 

ment of Asia, of Africa, and u i p 
> > ‚ up to a point, of Latin 
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America, were decided by the central group of wealthy 
countries, All round the penumbra of the world people 
were in a strict relationship of economic dependence. 
Indeed, owing to the fact that in 1914 virtually the 
whole of Asia and Africa was in colonial dependence 
upon Europe, their political decisions were also dictated 
from outside centres of power. 

Latin America, having become independent from 
Spain and Portugal earlier in the nineteenth century, 
was in a position of semi-independence, but its fate was 
a reminder that if economic dependence is sufficiently 
great, then to some extent political independence is also 
in question. The overwhelming weight of United States 
wealth vis à vis Latin America has created a situation 
of considerable economic dependence and of some 
measure of political semi-independence, or, to use the 
phrase which has become so popular recently, of neo- 
colonialism, which really means that, although outside 
control has come to an end nominally, in fact it is still 
there. 

Let us try to see how this condition of dependence 
arose, because the fact of it gives us, I think, a measure 
of our responsibility. We can hardly bring about a 
situation by our own decisions and then have no sense 
of responsibility for the consequences (well, we can, of 
course, but it is not the recipe of good politics, good 
economics or good morals). Certainly in the relation- 
ship between this developed core of wealthy nations and 
the rest of the world a position of responsibility exists 
whether we like it or not, because there is hardly a facet 


cial and political systems of the 


of the economic, so 
which was not very 


developing world at this moment 
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largely made what it is by decisions taken in the North 
Atlantic area. These decisions were not always by any 
means aimed at the well-being of the dependent 
peoples. The first issue was usually the interests of 
metropolitan powers with often not much more than a 
hope of some “trickle down” of wealth and benefits. The 
welfare of the peoples concerned remained largely 
secondary. 

I know when I say this that I run counter to a great 
deal of rhetoric. I know that “preparing dependent 
peoples for the strenuous conditions of the modern 
world” used to be put forward as the reason for having 
colonies. Having lived in Africa a great deal, I can 
assure you that much of it is nonsense. There were 
elements in the policies that did help to prepare colonial 
peoples for the modern world. There have been devoted 
and self-sacrificing men and women involved. But the 
reasons in general why Western powers were in the 
colonies in the first place was to get the materials they 
needed, secondly to get the markets they needed, and 
thirdly to keep everyone else out. The process by which 
this whole penumbra of developing nations was drawn 
into the Western system in the course of the nineteenth 
century does, I think, bear a little examination because 
it is relevant to the situation in which they found them- 
selves at the end of the last world war and on the 
threshold of political independence, 

The outward thrust which brought about the colonial 
subjection of most of the rest of the world by the West 
is in some sense a by-product of what we have already 
discussed—the first breakthrough to power, to modern 
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wealth and to modern industry and technology within 
the North Atlantic arena. 

There is no space here for a long analysis of the 
colonial problem; it is a fairly complex one because, for 
instance, the largest element in the British colonial 
system—the Indian empire—was not the product of late 
imperialism or late capitalism or whatever is the appro- 
priate Leninist phrase. It was a projection of an earlier 
phase in European development. It belongs to the time 
when the East, the fabulous East, had so many of the 
products which poor, impoverished, backward, uncivil- 
ized Europeans wanted that they were constantly going 
out to try desperately to secure pepper and spices for 
their winter meat, the silks which they could not make 
at home and the gold and the jewels which they could 
not procure anywhere else. At that time, the whole lure 
to a backward Europe was precisely the technological 
and cultural advance of the East, in fact, many of the 
trade problems of those days lay in the fact that there 
was very little which the West could sell back to the 
wealthy Orient. 

We have sad pictures of these poor young men who 
went out with the East India Company, John Company, 
turning up in Madras in the monsoon season and trying 
to sell woollens. So they were always having to ship out 
bullion to the East to pay for the spices and silks and 
‘all the lovely light cottons and muslins that figure in 
eighteenth-century novels. One has got to remember 
that they all came from the East, that the textile indus- 
try in Bengal was ahead of anything in Europe—the 
ladies clamoured for light muslins, muslins after the 
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muslins of Dacca. In fact, you can find pamphlets writ- 
ten in the eighteenth century by outraged members of 
the then upper class saying that it was absolutely 
disgusting the way in which all these middle class 
women wanted to buy muslins; they were ruining the 
balance of trade for Britain because all this excellent 
gold was being shipped out to Bengal and what was 
coming back but clothes for the middle class! It was 
all wrong—they could see that. One has to remember 
that the balance of advantage at that time lay for quite 
a long time with the East. What the Western powers 
were trying to do in terms of their mercantilist foreign 
policy at that time was simply to keep everybody else 
away from such valuable supplies. 

The running fight from the sixteenth to the middle of 
the eighteenth century was largely an inter-European 
fight—first the Portuguese trying to shoot everyone out 
of the water who followed them to the East, then the 
Dutch shooting out the Portuguese and getting the East 
Indies in the process, then the British coming out after 
the Dutch and having at first a rather unfortunate time 
at their hands. At last, the British and the French 
settled down, as usual, to one of their ding-dong 
struggles, in the course of which the French were not 
only very largely removed from the control of Canada, 
but at the same time manoeuvred out of India. 

As so often happens in these conditions, it was not 
that the British really wanted to take India; they really 
wanted to get rid of the French. If the government of 
India at that time had remained strong, intact, with its 
authority undiminished and its local administration 
unimpaired, I think there is absolutely no doubt that 
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there would never have been a British conquest at all. 
The collapse of the Mogul empire and the Mahratta 
wars of succession gave both the French and the British 
unlimited opportunities for intervention. Otherwise, no 
transfer of power would have occurred. A similar col- 
lapse of local order had given the Dutch their chance in 
the East Indies. 

If a situation develops in which there are rival 
claimants for different areas of the country—which is 
what always happens when authority begins to collapse 
—the French then back one claimant and the British as 
naturally back the other. Then a sort of civil war by 
proxy is fought. And the claimant who wins may 
nominally be an Indian, but, in point of fact, of course, 
he is a British puppet. Thus the feeling that it is never 
safe to have people intervene in your civil wars has a 
long historical background to it; you never know 
whether the outsider who is helping you may stop at 
that. The civil war may be over but meanwhile he will 
in fact have taken over power. In Asia, and later in 
Africa, this process happened often enough to be at the 
root of much contemporary fear of “neo-colonialism.” 

India began to be absorbed under British control 
owing to the collapse of the local government towards 
the end of the eighteenth century. It was only in the 
nineteenth century that trading relations were modified. 
Then the growth of industry began in Great Britain, 
and later in Europe. The voracious machines demanded 
enormous supplies of raw materials from overseas, be- 
cause England—an island, as somebody once said, sur- 
rounded by fish and built on coal, but otherwise 
unprovided for—had to go overseas quickly and search 
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for its raw materials. Then, later on, as the internal 
European market began to show signs of satiety—a 
point we have already discussed—the Western powers 
began to look overseas for markets as well. One con- 
sequence, incidentally, was to flood the Orient with 
cheap manufactures and ruin the handicraft industries 
of India and China which might otherwise have been 
growing points for industrialization. 

In the course of this outward-looking push of the new 
industrial system, there were several decades during 
which commerce did not lead to colonialism because 
the new bourgeoisie did not want the bother of taking 
over colonies. This was the heyday of Disraeli, who had 
described colonies as millstones round the neck of the 
mother country. Even later, one can guess that, if the 
authority of, say, the Manchu government in China had 
remained intact, there would have been no break into 
the Chinese system by rival trading groups such as 
occurred in the late nineteenth century. The Japanese, 
with strong central authority, kept everyone out. Even 
in Africa, had there been enough local political stamina, 
there would have been nothing more than an attempt to 
secure its minerals and raw materials. For example, the 
whole development of West Africa really turned on 
industrial dirt. As industry went forward in Europe, the 
Europeans, who were not very clean anyway, got dirtier 
and dirtier. Finally it became apparent that soap was an 
absolutely fundamental need for this new filthy society 
which was building up. And where were they to get the 
soap? The old tallow was almost as bad as the dirt it 
was trying to cure. And it was only when people in the 
1850's really saw the use of palm oil that any large 
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penetration of West Africa began—I am, of course, 
excluding the earlier slave trade. But the merchants had 
no intention of taking governments over; they went to 
get palm oil, just as in India a century earlier they had 
at first gone out to secure muslins and silks and spices. 
The process begins as an impulsion to trade. 

But then follows the process that brought about the 
loss of independence in India. Under the pressure of 
the incoming traders, the local systems of authority col- 
lapse; once they have collapsed, then there is usually a 
breakdown in local order—with complications for 
merchants in the shape of unruly crowds and burnt 
warehouses. And local rivalries between chiefs and 
tribes can lead to intervention by other European 
powers. Thus you see repeated the combination of a 
local collapse of power, leading to a rivalry between 
European powers, and then takeover by a European . 
power to keep the others out. 

In more primitive terms, Africa went through largely 
the same cycle as India. I need hardly say that once 
again the British were in the main concerned in keeping 
the French out. In West Africa, however, the French 
manoeuvred the situation much more successfully from 
their point of view and both stayed in. If you look at 
West Africa, you see the great hump of Africa, and in it 
are mixed three or four fingers of British territory, 
looking very like a physical presentation of a land grab. 
Nigeria, Ghana, Sierre Leone and Gambia—these are 
the fingers clinging to what is virtually an entirely 
French mass, and the point at which each finger stops 
is usually where the British and French armies met. 
They did not fight, they simply established that this was 
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the point at which the frontier would have to run—a 
fact which helps to explain the complex cross-tribal 
frontiers of West Africa now, because these are fron- 
tiers mainly fixed by the question of which general got 
to where when. 

This taking over of responsibility as a result both of 
trade and of the effort to keep other people out, pretty 
well established the pattern of colonial administration 
tight through Africa and through Asia. The only reason 
why it did not occur in China was that there was no 
total collapse of central government as there had been 
in India. Moreover, by that time there were so many 
powers entering into the game of trade and concessions 
—including the anti-colonial United States—they finally 
agreed, not to a takeover bid, but to an “Open Door,” 
through which everybody might go in and secure what 
concessions they could and nobody would be pushed 
out—a state of affairs which suited everyone, except, of 
course, the Chinese. 

This was the pattern and it was not primarily de- 
signed to foster anything locally except the ability to 
trade, the ability to sell, the ability to bring out raw 
materials, and the ability to keep local things sufficiently 
quiet for these processes to go on without interruptions 
from local unrest or outside intervention. If, therefore, 
the results in terms of economic, political and social 
institutions in the ex-colonial areas are a little scrappy, 
this should not be surprising because the whole system 
was evolved in an exceedingly scrappy way. The drive 
for raw materials and markets would not of itself pro- 
duce coherent societies, since there was no intention of 
doing so. Besides, colonialism did not touch sufficient 
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elements in the local society to have such an effect. It 
remained in some measure, even at the heyday of 
imperialism, a marginal thing. 

Those of us who have read Hobson and Lenin would 
easily have the impression that the late nineteenth 
century and the early twentieth century were absolutely 
dominated by the struggle of rival imperial powers in 
Europe to get their capital and markets in Africa and 
Asia, and, up to a point, in Latin America. But this 
really is not so. There was a fierce, sharp struggle for 
spheres of influence in Africa. But the outcome was 
agreement, And if you actually look at the figures of 
investment, you will see that, even then, 70 per cent of 
the investment was taking place in temperate lands, 
largely round the North Atlantic. Even at the heyday 
of the imperial system, the basic economic interests 
of the Western world were much more closely bound 
up with what was going on within the advancing, 
wealthy, technologically developed area. In spite 
of India’s being “the jewel in the British crown,” it 
never received more than 10 per cent of Britain’s exter- 
nal investment or occupied a very large part in the 
British economic system. It played a large part stra- 
tegically; it played a large part, if you like, politically 
and emotionally. But these underlying economic drives 
which were supposed to dominate the whole system— 
they were not in fact there. 

This is not to say that the colonial areas did not add 
to the tension between the powers in Europe. But at no 
time was the colonial system decisive in bringing about 
the struggle either of 1914 or of 1939. These were 
concerned with the balance of power in Europe and 
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with the filling in of the vacuum created by the dis- 
appearance of the Turkish Empire—in other words, 
political issues inside Europe. The picture of colonies 
and of the imperial system as the great source of war is 
clean contrary to the facts. What the imperial system 
did was not to launch general war but to produce 
round the world what I would call a whole ring of 
non-coherent economies. 

Now let us look at the results of the West’s outward 
drive in terms of what happened in the colonies them- 
selves. I think one can almost define it as a specific 
state of “semi-modernization,” and one can pick out the 
various elements which you will find in one form or 
another in practically all the developing continents 
today. First of all, one usually finds a strong concentra- 
tion on foreign trade and the confining of strict modern- 
ity, modern productive methods and the modern 
structures in the economy almost wholly to the export 
sectors. This is for the simple reason that it was into the 
production of minerals and raw materials for Europe 
that Western capital flowed, built up its local apparatus 
and its local capacity to produce and export. What 
there was of a local economy grew up round this core, 

It is for this reason that to this very day the maps of 
Latin America and Africa give you an extraordinary 
visual impression of what this process of semi- 
modernization actually entails, If you look at North 
America and Europe, you see something like a Paul 
Klee drawing; there are lines all over the place and 
blobs all round where you have cities, intercommunica- 
tion, railway systems, roads—everything in a tangle. 
Heaven knows what a tangle, especially on Friday 


еу. 


POVERTY AND EXPANSION 57 


night! This sense of an immensely dense, intercom- 
municating system is a fact on the maps of Europe and 
North America. 

Then if you look to the south, either to Africa or to 
Latin America, you find something completely different. 
The maps suggest that all the lines of communication 
are drains, draining materials away to the few big cities 
which are all ports, all linked with Europe. Everything 
pulls outwards. The French have a descriptive word for 
this. They call it the “milch-cow” economy—léconomie 
de traite—and the picture is basically one of resources 
being pulled out and sent away. 

This is not a situation which encourages maximum 
local development. So long as foreign enterprise had 
built up the plantations or developed the mine, it was 
most unusual, until very recently—I would say until the 
Second World War—for these companies to pay any 
income tax. The upper staff was foreign. The entire 
profits and capital gains of the enterprise were exported 
along with the materials and all that the local economy 
gained was in fact the training and wages of a group of 
semi-skilled and skilled labourers. Where plantations 
are in question, the drain is not final. Where the re- 
Source is a mine, the process can end in a situation for 
which the French have also coined a word—le trouisme 
—the economy of the great big hole. The foreign enter- 
prise goes in; it takes over some mineral or a reef and 
empties it out completely; it takes all the minerals, all 
the profits, all the professional salaries, all the capital 
gains, and in the end what is left behind? One large 
hole—Ie trouisme. 

Although this is the extreme form of the non-involve- 
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ment of Western investment in the local economy, it is 
nonetheless a pattern which recurs and which one can 
see with one’s own eyes, for example in West Africa. In 
the manganese mines of Ghana (the Gold Coast) 
three-quarters of the manganese was removed before 
the local company even paid income tax, and all round 
Tarkwa where these mines are, you now see some very 
creditable holes. The remaining quarter, owing to the 
changes of structure in government, is now contributing 
to the development of Ghana. But three-quarters of that 
mineral contributed nothing beyond local wages, and 
when the mines are exhausted the local wages will turn 
to a problem of local unemployment. So one cannot say 
that, as a stimulus to the local economy, this kind of 
investment leads to any very rapid advance. 

There are, however, differences in parts of Africa. 
Especially where brother mosquito is active, neither 
large-scale settlement nor large-scale plantation indus- 
try developed. Peasants built up the cocoa industry, for 
instance, and supply the palm kernels. Here, because 
the local man is the ultimate producer of the raw 
material, some measure of local stimulus follows from 
Western trade. Again, in India the development of 
cotton in the Bombay area was carried through by local 
farmers and did lead to the development of a local 
textile industry. Thus there are exceptions; but the 
tendency nonetheless was for this kind of investment 
to remain as it were on the margin of the local economy 
and to contribute little to the stimulus of the economy 
as a whole, The same process also worked in another 
way. The big European trading houses were also centres 
for the import of European goods. Their large depots 
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in the coastal ports and branches up country sold mass- 
produced European goods in return for the money paid 
out in local wages in the export sectors. This tended in 
countries like India and China to knock out local handi- 
crafts. Nowhere did it provide stimulus to local manu- 
facturing. And money from the export sectors which 
might, in the hands of local traders, have provided the 
first modest savings for modernization was absorbed 
back into the European circuit. It is not surprising that 
—with exceptions such as Bombay or Minaes Geraes in 
Brazil-the Western impact did not lead to local indus- 
trialization or to modernized farming, both of which 
demand capital. 

In short, the infra-structure inherited from the colo- 
nial period is not apt for the internal development of 
these markets, It is not apt to produce the intensification 
of internal trade in Latin America or the development 
of an internal market in Africa. It tends by its very 
structure to perpetuate the economy which is simply 
dependent upon outside markets and on a structure of 
market which is not in fact ploughing back locally very 
much of its economic gains. In these conditions it is not 
surprising that in addition to the concentration of 
modernization and infra-structure in the export sectors, 
there has not been much impetus to local industry, and 
above all, very little change indeed, outside export 
sectors, in the structure of agriculture. 

The industrial point is obvious. These areas were 
designed to be markets for Western goods. Naturally 
there was no wild enthusiasm for building up local 
manufactures, Very often policies resembled the nine- 
teenth-century gloss on the Ten Commandments: 
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“Thou shalt not kill but needst not strive officiously to 
keep alive.” This is an excellent description of a good 
deal of the British government's attitude towards а 
development of Indian industry. For instance, under 
pressure from Lancashire, it was usually possible to 
make sure that there was no differential in favour of 
the textile manufacturers of Bombay over against the 
textile manufacturers of Manchester. And since Man- 
chester was three or four thousand miles away, this 
took quite a bit of fiscal arrangement. The policy of not 
actually killing describes a good deal of government 
policy towards Indian industry between 1860 when it 
began and 1920 when at last the local Indian govern- 
ment acquired the right to put up its own tariff protec- 
tion. After that time, there was a certain quickening of 
industrial growth in India. 

Nothing is more illustrative, I think, of the degree to 
which Western colonial policy did not stimulate local 
industry than the comparison between independent 
Japan and India, which was under British control 
throughout the crucial nineteenth century and early 
twentieth century. Some benefits there undoubtedly 
were in India which we will come to later. But if one 
compares its industrial record with that of Japan, the 
conclusion is clear. Colonial control did not stimulate 
industrial growth, Japan was the only Asian country to 
be absolutely free of colonial intervention and was also 
the first Asian country to make a thorough industrial 
breakthrough. It took over for itself and pushed through 
with immense vigour the techniques of Western tech- 
nology. Thus, precisely the country in which there was 
no colonial control and in which on the contrary the 
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reaction against Western expansion was very strong— 
precisely this country made an almost model break- 
through to the modern industrial economy. 

If we had a week instead of an hour, nothing would 
be more instructive than to look at the type of break- 
through achieved in an Asian setting by Japan. I have 
myself often felt that it needs far greater study than it 
receives, particularly in a crucial field to which we must 
now turn, the field of agricultural change. 

Throughout Latin America, Africa and Asia, the 
period of Western economic dominance saw real 
changes only in the agriculture which produced for 
export. Farming which produced food for the domestic 
market tended to continue along the old lines of sub- 
sistence. And this has dangerous consequences for 
further development. Because we call the technological 
revolution the industrial revolution, I think we tend to 
forget that it was a total technological revolution in 
which sharp revolutionary changes in agriculture ac- 
companied and even preceded the revolution of change 
in industry. In fact it is arguable that the industrial 
revolution would not have taken place if the agricul- 
tural revolution had not gone hand in hand with it. 

I talked earlier about my favourite, Mr. Wilkinson, 
with his passion for iron ore. To him I think should be 
added “Turnip” Townshend with his passion for winter 
feed, based upon the turnip, and Coke of Holkham with 
his dedication to marling, and manuring, and to the 
rotation of crops. These pioneers secured a fourfold 
increase in output from their fields and animals and 
without this agricultural breakthrough I doubt if Britain 
could have launched the industrial revolution for lack 
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of savings to transfer from the land to the new factories 
and for lack of food to feed the new town workers. One 
of Ricardo’s marginal utility nightmares was, inciden- 
tally, a breakdown in food supplies. Once farmers had 
finished cultivating the valley bottoms, up and up the 
sides of the mountains the farms would go, producing 
less and less at more and more cost, and finally this 
pressure on costs would undermine the entire economic 
system. 

Ricardo, I think, missed some elements of the revolu- 
tion brought in by men like “Turnip” Townshend and 
Coke of Holkham. He also missed what would be done 
with the opening up of temperate agriculture on the 
Russian steppes, the North American prairies and the 
plains of Australia. Here, literally, a new world of 
wheat was brought in to redress the balance of the old. 
This he could not foresee. But his main point is valid. 
If you do not have an agricultural revolution, you 
probably will not have an industrial revolution either. 
And if you were to ask what is the most agonizing 
problem in the developing world today, it is precisely 
this—to get dynamic farming into motion. 

Now, the Japanese did it superbly. Nobody quite 
knows how it was that they adapted their techniques of 
agricultural change so accurately and so speedily to 
their needs, how it was that a highly conservative 
society should begin its industrial revolution by an 
absolutely root and branch land reform. There is 
nothing in the contemporary literature to say: “Point 
one: reform your agriculture; point two: put on ferti- 
lizer.” They had no blueprint. They were inventing 
modern agriculture in the Asian context just as Coke 
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and Townshend had been doing a hundred years before 
in Britain. 

The fact remains that between 1870 and 1914 the 
Japanese gave the cultivator the land, reduced his land 
tax by abolishing his feudal dues, brought literacy to 
the peasant, and then introduced new methods in the 
use of fertilizer, better cropping, better seed and all 
those changes in technique which enable a man on one 
acre to produce five times as much as he did before. 
The increase provides the surplus with which to feed 
the town dwellers. In Japan, productivity trebled in the 
first decades and, even though two-thirds of it went to 
the cities, the rest remained with the farmers and 
created a market for rising industry. And it is not, after 
all, much good turning out bicycles if no one in the 
country can afford one. If the farmer is becoming more 
productive, the market expands not only in the city 


but in the countryside too where, in the early stages of 


any technological revolution, probably 70 per cent of 


the people still live. 

Certainly one of 
Russians in their developme 
so distrusted the peasant, and so dislike 
the Kulaks would claim political power, he decided in 
1988 to defeat them. But at the same time as he 
grouped them unwillingly in large collectives, requiring 
capital-intensive methods of production, he failed to 
give farming enough capital. He not only destroyed 
private incentives. He imposed the wrong scale of farm 
for the capital made available. Thus he dealt an ap- 
palling blow to agricultural productivity. The food 
surplus needed for the towns declined. An active market 


the greatest errors made by the 
nt was that, because Stalin 
d the risk that 
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in the countryside collapsed; and the resulting lop- 
sidedness in Russian development has persisted to this 
day. 

Agriculture—transformed agriculture—is absolutely 
crucial in the process of modernization, At the same 
time, it is immensely difficult. It is difficult in the first 
place for a reason which we would need a whole 
seminar to explain. Throughout Asia the pressure of 
population on the land is already horrific and produces 
the tendency to Split ир small holdings into even 
smaller holdings. Vast pools of underemployment exist 
in the countryside since in Asia the land filled up even 
а thousand and two thousand years ago, and is now 
filling up faster still. So in the Asian agriculture there 
exists a special edge of overpopulation in relation to 
resources of land. But the day is fast approaching when 
the same pressures will appear in Latin America. 

The next difficulty is the profound psychological diffi- 
culty of changing the ideas and habits of people who 
have got to go on worki g at the same job in the same 
place. Industrialization takes a whole group off to the 


you are a young student back from an agricultural 
course. You go to your father and you say: “Look dad, 


d he says: 
Now who are you telling, sonny; Гуе been doing this 


for the last fifty years and my father and grandfather 


is all on the side of 
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the father, and all against the young man who comes 
in and tries to innovate. You have to change people and 
teach them to do different things in the same place, 
which is very difficult indeed. And you cannot even 
begin if you have not enough trained people who know 
how to tell them to change. 

Agricultural extension is the key to agricultural 
change. But agricultural extension in 500,000 villages! 
Agricultural extension that has to reach 80 million 
farmers! This is what India faces in trying to get its 
agricultural revolution into motion. Certainly in ten 
years a great deal has been done but one has always to 
realize the immense scale simply in terms of manpower 
needed to launch this agricultural revolution. 

The hopeful thing is that after a decade of experi- 
ment—much of it in the field—more is known about 
the essential elements in the agricultural revolution. It 
has three essential elements. First it must give the 
farmer a structure in which he has inducements to 
change—in other words, land reform, a co-operative 
framework and access to markets. Then he must apply 
the new technologies—of fertilizer, improved seed, in- 
secticides, water and machines—within the new struc- 
ture. And he will not do so unless he has been told what 
the techniques are. Each part of this trinity is co-equal. 


Neglect any and the others fail. 
atin America, for instance, а 


They are not easy. In Li 
root and branch land reform is as essential as it was in 
Japan. There can be no breakthrough in food produc- 


tion so long as illiterate feudal serfs gain no advantage 
from new methods and more work and absentee Jand- 
lords regard land as a source of prestige, not a field for 
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investment. Latin America cannot achieve a modern 
economy, however much money is pumped in by the 
Alianza para Progreso, so long as there is no drastic 
change in the Latin American countryside. In fact this 
may be the point at which Mr. Castro may end by 
being an immense benefit in a somewhat bearded dis- 
guise. If people are scared enough, it is just possible that 
some of these essential reforms will be put through. 
And without the reforms there is going to be no long- 
term economic advance in Latin America. 

After the root and branch land reform—which up to 
a point has been carried through in India—the next 
necessity is to get what they call the “big five”: ferti- 
lizer, water, better seeds, better implements, and credit 
to the farmer. In many parts of the world agricultural 
productivity is so low that in fact startling advances 
can be achieved with very few changes of technique; 
for example, if rice is planted in the way the Japanese 
plant out their rice, a 50 per cent increase in the crop 
is possible by just that one simple change in habits of 
cultivation—that is, provided the weeding is done as 
well. But, after all, in Africa the women do the weeding, 
so it gets done. 

These changes in technique are no longer mysteries; 
they are no longer arcane and difficult, but the problem 
recurs: can the information be taken to the peasant? 
Can he secure the credit he needs? Can he get access 
to the market, by avoiding the middleman who is 
usually the moneylender as well, and by receiving suf- 
ficiently guaranteed prices for his stocks to ensure that 
when he gets to the market he recovers the money he 
has sunk in the new methods? These are the essential 
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questions in agricultural change right through the de- 
veloping world. 

All these things—the difficulty of the agricultural 
revolution, the lack of industrial growth, the concentra- 
tion of modernity in the export sectors—produce, as you 
can image, a very lopsided pattern. Vast cities, often 
modern cities, some elements of modernity in transport 
and power, and outside, beyond these cities, a vast un- 
changing countryside which has not yet been drawn 
into the web of the modern economy and which all too 
often, owing to the pressures of population, is beginning 
to go downhill-that is a typical pattern of under- 
development. 

And to it you must add another element of lopsided- 
ness—immense lopsidedness in the training of men. 
Now, education was not part of early colonial policy 
anywhere in Africa. It was not very much part of 
colonial policy in large parts of Asia. It is, I think, one 
of the extraordinary achievements of British liberalism 
in the nineteenth century that it was part of the Indian 
experiment. A great chain of universities was estab- 
lished in India as early as 1855. And by the time India 
achieved independence, over half the upper reaches of 
the Indian civil service were Indian and there were 


something like a quarter of a million graduates coming 
out of college every year. Thus the educational prob- 
lem in India (where live two-fifths of the people of the 


developing world, so it is the largest single sector of the 
problem) is not too desperate, although heaven knows 
it does need, as indeed does education to some extent 
in Britain as well, reorienting towards the technological 


and scientific side. 
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But when you come to Africa, there is as yet no edu- 
cation to speak of. The universities only date from the 
last ten years. Not even 2 per cent of the children are 
yet in secondary school, and the passion, the hunger 
for education right through this developing continent 
is really one of the most moving things you can en- 
counter. And yet the wrong kind of educational pattern 
creates appalling problems. If too many children enter 
the primary schools before there are further openings 
either in school or at work, the situation recurs that has 
appeared in Nigeria today. Hundreds of thousands of 
young school-leavers stream away from the primary 
school where they have learned one thing—that they are 
not going to stay in the countryside, Off they go to the 
cities, there to become semi-employed and very often 
to fall into a sort of semi-delinquency which springs 
from lack of jobs, lack of framework, lack of friends, 
lack of family. 

In Latin America, too, the problems recur—excessive 
Concentration on literary education as in India, and, as 
in Africa, a drift of semi-educated and uneducated 
people into cities which cannot yet absorb them and 
offer them work, 

This situation in turn produces a sort of political lop- 
sidedness, Elite education has been given to the few 
right through the developing world, either through the 
missionaries or through the private enterprise of 
parents. Throughout Africa, you will find a handful of 
graduates. Sometimes it is so small a handful, as in the 
Congo in 1960, that there were only twelve graduates 
їп а population of 14 million when Belgium withdrew. 
In other countries, it is less inadequate. In Ghana, for 
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instance, there were probably up to four or five hundred 
graduates at the time of independence and the uni- 
versity is now producing two or three hundred a year; 
in Nigeria about seven hundred a year. So in fact the 
modern cadres are beginning to be formed. For all that, 
we have to bear in mind the general lack of training 
and skill at every level, the relative lack of any kind 
of experience in administration, any sort of grip on the 
psychological and intellectual handles of modern power 
which exist in so many of these countries as a direct 
result of a colonial impact in which, until Jate in the 
day, education played almost no part. 

To a very considerable economic lopsidedness you 
have therefore to add an unsettling intellectual and 
hence political lopsidedness. The few can expect at a 
very young age to become premiers and ministers of 
education. The vast mass of the people have virtually 
no training at all. To apply to such societies the norms 
of political life derived from countries highly literate 
over centuries and educated at every level of com- 
petence shows, incidentally, a remarkable lack of com- 
parative, historical judgment. But how freely, and alas! 
self-righteously, in the West, we give rein to such 
comparisons. 

It is not only our political judgments that are too 
harsh. We probably rarely reflect how much of our 
own prosperity is based on the contribution made a 
developed skills, administrative competence and traine 
minds. According to some estimates, as much d 
per cent of the growth that is occurring now 1n x 
West can be attributed to investment in minds. It is 


false to think of our growth in terms simply of physical 
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capital. We have to think in terms of a steady injection 
of increased amounts of training—and this is in a society 
which is already educated. Think, then, of the gap 
when a continent begins as Africa must begin, with 
virtually no training at all. This is a crucial handicap 
in the state of semi-modernization which these nations 
inherit from the colonial period. And this, I suggest, is 
a situation for which the Western nations are not only 
responsible in history. They should accept a measure 
of moral responsiblity for the consequences of their own 
past interventions and for the benefits they themselves 
have derived from the colonial relationship. 

Our responsibility does not rest simply on the fact 
that the developing continents are what we made them; 
in a sense they made a considerable contribution to 
our own development. Le trouisme, which I tried to 
describe, is only the extreme case. There is, after all, 
some advantage to the developed nation, to the metro- 
politan power, to get every scrap of profit and capital 
gain and material out of an enterprise; not to have had 
to invest anything back locally does for a time create 
quite considerable advantages. The degree to which 
entire export sectors in the colonial areas were geared 
to the needs of the metropolitan power was one factor 
at least in our continued advance. But what we have 
left behind in return is not only a considerable degree 
of political immaturity and instability, It is also a type 
of economic structure or layout which is unlikely to 
produce further growth of itself. 

All these economies are caught in the severest forms 
of internal contradiction: agriculture caught by the 
pressure of population, industry caught because these 
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economies have been geared outwards to external trade 
and there is no internal market; education caught be- 
cause of the immense cost of acquiring skills in a poor 
country; and even the export sector caught by the 
fact that the world has gone through a deflation of 
primary prices. The result is that all round the world 
the hopeful aeroplanes of economic take-off are flat on 
the runways. Every now and then a propeller spins. 
Every now and then there is a sputter from an engine. 
Every now and then a bold pilot tries to edge his air- 
craft forward. But there is no real momentum. And in 
this situation, without a very considerable change in 
Western policy and responsibility, without a considera- 
bly larger and wiser injection of Western aid, I doubt 
sometimes whether “take-off” is going to occur. And 
this, after all, is the only context within which it is 
worth while to consider foreign aid. As a means of sub- 
sidizing allies or fighting cold wars, it is hardly relevant 
to development. The most aid will no doubt go to the 
politically sensitive areas. But for the long-term stability 
of the world economy and the long-term pacification of 
troubled lands, the only vital question is this: can we 


so design our aid that these limping economies, caught 
in the post-colonial vice of semi-modernization, can be 
given the impulsion, the drive they need to take off 
into self-sustaining growth? 

When political independence is matched and com- 
pleted by economic independence, we can hope z 
stable, self-reliant and resilient powers. Without it, the 
outcome could resemble the strains and deadlocks 
which appear inside a society when a totally disaffected 


working class, without work, without hope, without 
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possibility of advance, caught tight in a class structure 
which it cannot break, moves to complete alienation 
from the authority and the purposes of society. We have 
seen the consequences of such despair. It produces the 
Hitlers of this world. It can happen in our international 
society, and it will not bode well for peace. А 
If this is the background and if we accept a certain 
responsibility for it, what are some of the things we 
should be doing? First of all, I would like to see all the 
Western nations take a quite new look at their man- 
power policies. One or two innovations here are very 
important. For example, the Ashby Report on Nigeria 
attempts to look at Nigerian needs over the next twenty 
years and tries to work out what kind of pattern of 
training the economy is going to need if it is to develop 
towards modernization. The Report then discovers that 
literally thousands upon thousands of teaching hours 


will have to be secured from abroad if that pattern is 
to be realized, 


Now, there is at the m 
is systematicall: 
the developin 


oment only one country which 
y trying to provide a teaching force for 
5 world, and that is France. There are 
something like three thousand French teachers serving 
in Africa, apart from the contingent which may now be 
recruited to work in Algeria. But in all other places I 
would say that our System is slan 
the teachers th 
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best of moods for educating the underdeveloped. We 
could change this reaction. If it was known in the West 
that no one was going to be, say, а full professor or 
college president unless he had done a stint in a de- 
veloping country, there might be startling changes in 
recruitment. 

I think, too, that we have to approach this teaching 
side of development through a far more serious and 
widespread dedication in the West to the concept of 
the Peace Corps. The Peace Corps adds to the teaching 
power in developing countries while adding little to 
the crippling costs of education. Developing countries 
cannot afford the full cost of all the qualified teachers 
they need. Yet without them, they are unlikely to move 
on to a stage of development where they can afford 
them—one more reminder of the truth of Professor 
Benjamin Higgins’ remark that “the road to develop- 
ment is paved with vicious circles.” 

It seems to me that much more volunteer teaching 
for, say, two years after the university, could mean the 
whole difference to effective secondary education in 
Africa, There is no reason why for Latin America, 
French, Spanish and Portuguese young people should 
not be recruited. But the point is to accept that over 
the next two or three decades, during the period of 
catching up on a vast educational lag—which is опе 
of the inheritances of colonialism—the responsibility 
belongs squarely to the nations in the Atlantic com- 
munity. This surely is the proper way in which to con- 
ceive the Peace Corps—not as a peace stunt; not as an 
arm for fighting communism. 


The benefits are not confined to the developing world, 
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In addition to meeting the educational lag, the Peace 
Corps can create in more and more of our young people 
the sense which I believe is already latent—the sense 
that they do in some measure belong not only to their 
own countries, but to the whole of mankind and that 
their responsibility crosses frontiers perhaps more easily 
than does the imagination of their elders. Participation 
in the Peace Corps would be a way in which this new 
feeling—that our world is one and has to be made so— 
could be expressed in the most practical way. So, 
graduates all, here is a special field for you to develop. 

Secondly, our responsibility involves assistance in 
kind—we have huge food surpluses and our Western 
stomachs will not absorb them. Why can we not be 
more ambitious here, not simply in disposing of grain 
in return for counterpart funds for local development 
but in getting high protein food into the bellies and 
bones of growing children during the years when the 
physique they will carry through life is being decided 
for good or ill? It seems senseless to have butter wars 
and chicken wars out of sheer over-production when 
millions of children have never had a lick of butter in 
their lives. Better policies for surpluses would relieve 
the risks of over-production within the Atlantic arena 
and make a decisive improvement to the world’s health. 

Thirdly, capital assistance—I can only say that I think 
that the yardstick of 1 per cent of national income is a 
good one. The only yardstick I think better would be 
2 per cent—the French level, incidentally. But I would 
be content if we first reach 1 per cent and adopt a far 
more rigorous policy to control where we put the aid. 
For example, I think that the concept of the “country 
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plan” prepared under the guidance of independent 
planning experts—provided, perhaps, by such expert 
bodies as the World Bank-is one of the ways in which 
we can ensure that much of this capital is not in fact 
wasted and does not reappear as pink marble in the 
president's bathroom. With a little care I think you can 
usually find in developing countries officials and poli- 
ticians whose eagerness for "infrastructure," for the 
development of electricity, for roads and schools—for 
all the structures without which you cannot in fact have 
an economy-is strong enough to lead, with proper help, 
to sensible country plans and reasonable procedures. 
No doubt tendencies to waste will persist—after all, 
they are not unknown in any society. But they will not 
be out of control. 

Fourthly, I doubt if we have thought sufficiently 
about the field of trade. It is a fact that at the moment 
nearly all the trading policies of the Western world are 
subtly slanted against the developing nations. It is not 
simply that there are no means at the moment of put- 
ting some kind of floor under most primary prices. Our 
tariff structure is geared to prevent developing econo- 
mies from beginning to process their local raw materials. 
We charge excise duties in Europe on tropical products 
as thought they were luxuries. We are constantly de- 
veloping competitive products which we could per- 
fectly well buy from them. One thinks of the way in 
which sugarbeet in Europe, which was a result simply 


of a Napolenic blockade, brought ruin to the Caribbean, 


a developing area. We may very well be doing the 
same damage now by letting the soybean drive out the 
groundnut. Might we not in our development policies 
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for the developed world occasionally link our plans 
with what is available overseas and, where we can 
reasonably “vacate the field,” do so, going on to the 
more advanced technologies ourselves? 

This could be particularly important in the field of 
the cheaper textiles. At least we have advanced to the 
point of having a textile agreement between developed 
and developing states. The agreement is, I need hardly 
say, an agreement to limit the imports of the develop- 
ing countries. But the quotas can go up by 5 per cent 
a year for the next five years, and even if a 5 per cent 
increase a year is not exactly a royal road to more ex- 
ports, I suppose it is better than a 5 per cent decrease, 
which is more usual. 

Taken together, our trading policies do in fact, over 
the whole field, discriminate against the development 
of manufactures in the developing world. It surely 
should not be beyond our wisdom to devise trading 
policies which have the opposite effect—that of stimu- 
lating local advance, stimulating local manufacture, 
building up export incomes, and in fact avoiding the 
situation which has been true for the last five years in 
which every penny of aid that has been given has been 
nullified by the collapse of raw material prices and by 
the unbroken increase in the cost of Western manu- 
factures. 

Tn fact, sometimes when I he 
about "Operation Rath 
all this money is bein 
in fact f 
again b 
had по 


ат senators roaring away 
ole” and how dreadful it is that 
g wasted, I long to point out that 
oreign aid for the last five years has again and 
een a subsidy to Western exporters. If the aid 
t been provided, there would have been no 
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money to buy the capital goods Ње West produces. One 
can, in fact, say that, so far, little in our policies for aid 
and trade has systematically set to work to reverse the 
heritage of colonialism. Trade policies still underpin the 
old circuit of Western manufactures in return for raw 
materials. Western tariffs still discriminate against pro- 
cessed goods. Frontiers inherited from the colonial era 
still work against the expansion of local markets. Rarely 
indeed is aid systematically channelled into a genuine 
policy for increasing skills, modernizing farming, 
diversifying trade and intensifying industry. We may 
know the broad objectives of development policy. We 
are very far from weaving them into a sustained, long- 
term strategy of growth. Only when we can confirm our 
commitment to such an approach, shall we be able to 
say that we accept responsibility and match it with 
action. 

Shall we do it? Here the question of the coherence of 
our Western policies is what is chiefly at stake. We have 
reached a point in our developed economy in the West 
where some shadows of underconsumption and lack of 
demand darken the picture. There have been signs of 
slackening throughout North America and Britain. The 
pace may be slowing down in Europe. If all the pres- 
sures making for sustained demand should slacken at 
once, we are not entirely beyond the risk of returning 
to a modified version of 1929. We can avoid this best 
if we take counsel together, because policies to ae 
deflation can hardly be pursued in isolation—even пе 
richest of us all, the United States, pays in strain on its 
balance of payments for its large contributions. But it 
can be done by an Atlantic community working to- 
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gether. The nations in this community could ensure 
that the aid burden was equitably shared and they 
could concert their trade policies in such a way that the 
developing world was assisted and not hindered. They 
could make the next twenty years a period of major 
activity designed to enfranchise the billions in the 
developing world who at the moment live on the 
margin of the world economy and have not yet been 
drawn into its fruits and opportunities. 

Although I have tried in these lectures to talk largely 
in economic terms and to point out the profound degree 
of economic self-interest that lies in ending the state of 
semi-modernization and enabling these countries to 
develop into valid partners in the dialogue of world 
trade, I think it would be presenting less than the 
human picture if I left it simply in economic terms. 

It is my profound belief that in the long run nations 
survive by what they do right, by what moral directions 
they follow, and not simply by the enlightenment of 
their self-interest. Mind you, I believe profoundly that 
enlightened self-interest and morals point in the same 
direction. It really would be a very strange universe if 
they did not. That would be too big a booby-trap if they 
always led in opposite directions. Enlightened self- 
interest and moral purpose go together very well; in a 
sense enlightenment consists of being able to see where 
your interests and those of your neighbour coincide. 
Today, there could be no greater beneficent coincidence 


than the need of a developing world to grow and con- 
sume and our need for new markets. 


But behind the coincidence there is surely something 
else, and that is that for a hundred years we, the 
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wealthy nations, have gone round the world picking 
and choosing and taking what we wanted and leaving 
very often the most disgraceful disarray behind us. We 
have had a world that we have run as though it were 
our own private estate. We have had a world that we 
have controlled and at the end we have produced 
societies that can hardly run themselves. This, frankly, 
is not good enough. Surely, we can do better. 

If there is any meaning in the civilization that we 
claim and the leadership which we are so often prone 
to assert for ourselves, surely now it should mean that 
that leadership, wealth and vast reserve of intellectual 
power should be used to make this world into a kind 
of society in which human beings can live in self-respect 
as neighbours and as brothers. If we can do that, then I 
think the promise of our wealth will be redeemed, and 
its rather strange and chancy beginnings will grow into 
something more fair and human. 

If we do not, then I fear that the nemesis which has 
always fallen on nations who have not risen to their 
historical opportunities will fall on us as well. And with 
us, as with them, it will be true that we have only got 


our deserts. 
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Towards a World of Plenty? 


By BARBARA WARD 


` Barbara Ward, the well-known economist, makes here an expert and 

` timely assessment of the role that the West must assume in order to make 

effective use of the astonishing plenty which is concentrated today in the 
control of less than 20 per cent of the world’s population. 

- Miss Ward deals first with growth in the developed economy, describ- 
ing the course of European economic development from Ricardo and 
Malthus through Karl Marx to Jean Monnet; within a brief compass we 
are given a brilliant and exciting account of this progression of events, 
with a lucid exposition of the way that challenges have been met and 
the economy kept moving. The author assesses the role of the extension 
of the гафове and the growth of trade unionism іп the creation of the 
first mass market, and goes on to discuss the long-term economic implica- 
tions of the two great wars. 

In the second part, “Poverty and Expansion,” she traces the economic 
history of colonialism and discusses the roles which must be assumed by 
the former colonial masters if any stability is to be assured. 

She stresses the, need for continued international co-operation through 
such organizations as OECD and the European Common Market, and 
insists that trade policies must be devised which will stimulate, rather 
than dis¢fiminate against, economic growth in the developing nations. 
Such co-operation is seen as the responsibility of the West in the face of 
the economic and political dependence which are the legacy of colonialism. 
Miss Ward argues that the acceptance of this responsibility is essential 

not only politically and economically, but morally as well. 

This is a strong plea for the kind of civilized behaviour which alone 
can vindicate past offences апа help to justify the privileged positions 
of the wealthy minority of the world's population. It will be read eagerly 
by all who are familiar with the writings of Barbara Ward, and by all 
who are concerned to close the gap between the rich "nations and the 
poor nations. 

Barbara Ward has written a number of books on international affairs, 
ihe most recent being the widely discussed The Rich Nations and the Poor 

‘ations. \ 
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